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KEY ECONOMIC INDICATORS: SINGAPORE 





% change 

Income, Production, Employment 1970 1971 70771 
GNP at Current Prices 1971 Prelim. 2,046.7 2,333.6 14.0 
Per Capita GNP at current prices 986.7 1,105.7 12.1 
Manufacturing 1971 Prelim. 381.3 497.0 30.3 
Construction 1971 Prelim. 100.7 117.5 16.7 
Plant & Equipment Investment 1971 Prelim. 263.4 358.4 36.1 
Indices: 

Industrial Production 139.2 147.5 8.3 

Avg. Industrial Wages (est.per week) 15.3 16.8 9.8 
Work force ('000) 651.0 691.0 6.1 
Avg. Unemployment (%) 6.0 4.8 -1.2 


Money and Prices 


Money Supply 550.3 638.3 16.0 
Public Debt Outstanding 643.2 800.9 24.5 
Bank Deposits 1,065.0 1,248.6 17.2 
Prime Interest Rate (%) 8.0 8.0 -- 
Indices: (1960100) 

Retail 111.5 113.6 1.88 


Balance of Payments and Trade 


Gold & Foreign Exchange Reserves 1,187.2 1,461.2 23.1 
Balance of Payments 153.8 281.5 83.0 
Balance of Trade - 926.0 -1,094.6 -18.2 
Exports, FOB (excl. Indonesia) 1,585.3 1,790.4 12.9 
U.S. Share 175.8 211.6 20.4 
Imports, CIF (excl. Indonesia) 2,811.3 2,885.0 14.9 
U.S. Share 271.6 367.4 35.3 
Ship arrivals (number) 18,422.0 19,745.0 von 
Cargo handled (freight tons) 42.2 48.1 14.0 


Main Imports from U.S. for the year 1971 


Industrial machines, electric machinery and apparatus, and power generating 
machinery (170.2); aircraft (36.0); road motor vehicles (11.5); chemical 
products nes (7.9); scientific instruments (7.2); special transactions 
(6.1); tobacco unmanufactured (5.5); manufactured fertilizers (5.2); 

and handtools (5.1). 





Summary 


Despite last year's monetary crisis, Singapore's rate 

of economic growth in 1971 was higher than expected, 
registering a 14 percent increase over 1970, Per- 

capita income passed the US$1,000 mark, and foreign 
trade, manufacturing output, and capital formation 
reached an all-time high. Tourism, banking, shipping 

and foreign capital inflow also continued to gain, 

The fastest growing sector is still manufacturing, 
contributing an output of US$1,009 million and one-fifth 
of the jobs in the total work force. The rapid growth 

of the chemical and petroleum, food, electrical machinery, 
apparatus and appliance, and shipbuilding and -repair 
industries has not only broadened the manufacturing 

base but also has introduced more sophisticated and 
technologically oriented techniques. Last year, over 
60,000 immigrant workers entered the labor force as 

a short-term solution to the manpower shortage, and 

the GOS continues to place emphasis on expanding the 
participation rate of the work force through technical 
education and by encouraging more female participation, 
Wages have become a leading issue, and the GOS has formed 
a National Wages Council to study and make recommendations 
for adjustments to the wage structure. American 
investment in Singapore is now approximately US$310 
million; as it continues to grow, many new opportunities 
will open for US manufacturers, importers and service 
firms. 








CURRENT ECONOMIC SITUATION AND TRENDS 
I. Economic Indicators 


Singapore achieved a 14 percent rate of economic growth 
last year, reaching a Gross Domestic Product of US$2,333 
million. Considering the world monetary crisis and 
resultant slowdown in international trade, the per- 
formance of Singapore's trade sensitive economy was 

most impressive. Other key indicators reflect a 
balanced and dynamic growth. Per-capita income passed 
the US$1,000 mark, rising 12 percent; foreign trade 
expanded 14.1 percent to reach a record US$4,675 million; 
manufacturing value added rose 23 percent to US$509 
million, with manufacturing employment up 15.6 percent 
to 142,748; and in spite of a trade account deficit, 

the Republic's official overseas assets rose to 

US$1,461 million, a gain of 23 percent. 


The rapid growth of the economy is also reflected in 

the high rate of capital formation in recent years. 

In 1966, gross domestic fixed capital formation amounted 
to US$158 million; by 1971 it had reached US$628 million, 
almost a fourfold increase. This increase is attributable 
to the high rate of domestic savings, capital inflow 

from foreign investments, and the expanded productive 
capabilities of Singapore's manufacturers, In 1971, 
capital formation increased 28 percent over the preceding 
year, including heavy investments in machinery and 
equipment. With the reportedly large number of new 
manufacturing and construction projects on-coming, 
Singapore can expect the rate of capital formation to 
remain high for the next few years. 


Entrepot trade, the traditional life-blood of Singapore's 
economy, rose by only 3 percent to represent 11 percent 
of 1971 national income. Total exports increased by 

13 percent to reach US$1,790 million, while imports 
increased by 15 percent to a new record high of US$2,885 
million. The trade deficit of US$1,095 million was 

more than offset by income from services such as tourism, 
banking, insurance, shipping, and capital inflow from 
abroad to register a net balance of payments surplus of 
US$281.5 million. Ocean cargo handled rose 14 percent 
to 48.1 million tons accompanied by a 7 percent increase 


in the number of ships cleared in the same period, 
Tourist arrivals totaling 632,000 increased by 21 
percent, and earnings from tourism rose 17.2 percent 
totaling US$107 million. Foreign investment continues 
to grow along with the Asian dollar and international 
gold markets. In spite of the substantial expansion 

of investment and money supply, there was little infla- 
tionary pressure, and the official consumer price 

index rose 1.8 percent to 113.6 for the year. 


II. The Role Of Manufacturing 


The manufacturing sector has led Singapore's economy 

over the last few years. In 1960, it contributed 
US$62.5 million or 9.2 percent to Gross Domestic Product; 
by 1971 its share reached US$497 million, representing 

21 percent of the Gross Domestic Product. The number 

of manufacturing establishments employing at least 

10 workers increased from 548 in 1960 to 1,834 in 1971; 
manufacturing output rose from US$155 million to US$1,609 
million; while employment increased by over 100,000 to 
142,748 workers, forming more than one-fifth of the total 
labor force. At the same time, manufacturers establishing 
in Singapore are becoming more export-oriented, and in 
1971, over 40 percent of the direct exports were from 
this sector. Singapore-made goods are moving beyond 

the traditional markets of Southeast Asia to Japan, 

the Middle East, Europe and North America, 


The rapid growth of the export-oriented industries has 
broadened the manufacturing base as an increasingly 

wide range of products are assembled, fabricated and 
processed in Singapore. The manufacturing process is 
becoming more sophisticated and technologically intensive. 
Sources of this change in industrial production are the 
chemical and petroleum industry, food industry, electrical 
machinery, apparatus and appliance industry and ship- 
building and repairing. 


The growth of the petroleum industry is expected to 
accelerate in the next few years, reaching a total 
refining capacity of over one million barrels per day 
by 1975, which would make Singapore the world's third 
largest refining center. In addition, there is also a 








widening of product lines, with the first plant for 
hydrocarbon solvents recently commissioned and two 
lubricant plants under construction. The GOS is also 
having exploratory talks with interested parties on 
the construction of a petrochemical complex. 


Singapore's shipbuilding and ship repair industry is 
growing from strength to strength, despite the withdrawal 
of the British from Asia. In 1971, the industry had a 
turnover of US$100 million, 33 percent more than in 1970. 
The nation's leading shipyard, Sembawang, alone recorded 
a turnover of US$18 million, a 40 percent increase over 
1970. The industry now employs about 25,000 workers. 

So far, the emphasis has been on repairs and the building 
of small, relatively simple vessels, but the scene is 
changing rapidly with the increasing demands for specialized 
equipment such as oil rigs and Freedom class freighters. 
Most important to the future of the industry are the 
announced plans of several giant Japanese shipbuilders 

to invest in the expansion of four drydock facilities 

to handle tankers in the 250,000 - 400,000 tons category. 
Connected with these expansion proposals are discussions 
with several Japanese, American and German firms to 
engage in the manufacture of ship parts in Singapore. 
This should not only increase the value-added earned 

by the shipyards, but also establish a broader base for 
the engineering industry in Singapore. 


In the field of electronics, electrical and other 
machinery, a number of large international firms are 
producing sophisticated electrical and electronic 
products. The industry, which began in 1967 by 
assembling semi-conductor devices, has now expanded 

into over 45 local and international firms producing 
various types of components such as transistors, 
capacitors, transformers, resistors, computer parts, 
loud-speakers, tape-recorders, television sets, and 

other electrical equipment and appliances. The growing 
range of components and supporting services available 

is resulting in plans for further integration and parallel 
development in electronic equipment and systems. Also, 
the expansion of the metalworking industry, including 
precision engineering, has widened the technological 

base of manufacturing. Firms such as Philips, General 
Electric, North American Rockwell, Timex, American 
Optical, and Barden already are in operation in Singapore, 
the above indicating that investments are being made in 


skilled-oriented industries with higher levels of technology. 


III. Manpower and Wages 


The rapid growth of the past few years has transformed 
Singapore's economy from a manpower-surplus situation 

to one of labor shortages in certain sectors; complaints 
of shortages are most voiced by the expanding sectors, 
and this could turn out to be the biggest stumbling 
block for a high growth rate for Singapore. Well aware 
of this problem, the GOS is taking various steps to 
increase the supply of skilled manpower. Heavy emphasis 
has been placed on the educational system, stressing 
technical training in secondary schools through the 
universities. Also, the immigration of workers has 

been increased to meet immediate needs. At the end 

of 1971, over 60,000 work permits had been issued, In 
addition, a system of month-to-month bloc permits for 
construction labor has allowed 15,000 workers (mostly 
West Malaysians) to come to work in Singapore. Although 
the GOS is aware that this rapid immigration could 
present problems of social integration, for the time 
being it sees no alternative if economic development 

is to continue, Another method of increasing the labor 
force is by raising the participation rate, particularly 
by offering incentives to married women. This can be 
achieved by locating more light industries close to the 
new housing estates, and the government's sharing of 

the costs of running child-care services with employers. 


Closely related to the manpower shortage is the upward 
pressure on wages in some sectors; this is not to say 
that wages have not increased at all over the last few 
years. In his National Day speech in August 1971, Prime 
Minister Lee estimated that the average yearly increases 
over the period 1968-71 for skilled labor was 8-13 percent, 
6-8 percent for semi-skilled, and 4-5 percent for 
unskilled workers, The problem, as most workers 
contend, is that these increases fall short of the 
dramatic gains in the GDP for the same period. With 
conditions approaching full employment and a situation 
where 60,000 immigrants have been issued work permits, 
the GOS announced in early February 1971 a National 
Wages Council, consisting of representativesof trade 








unions, employers’ associations and government officials. 
The task of the Council is to make recommendations for 
the private sector in terms of adjustments in the wage 
structure and to formulate general guidelines on wages 
policy. Although the National Wages Council is not 
expected to release its recommendations until May 1972, 
the recent GOS announcement of a 11.3 percent hike in 
wages for civil servants will definitely have an effect 
on its deliberations. 


The outcome of the wages issue will be an important one. 
The government's attitude is that wages can and should 
be increased, but at a rate reflecting a real gain for 
workers without causing a wage spiral that might deter 
foreign investment. At the same time, wage rates should 
find a level that would force inefficient enterprises 

to modernize or go out of business, and free the needed 
manpower for newer, more efficient manufacturers. 


IV. Future Prospects 


In his recent budget speech, the Finance Minister announced 
that the GOS is currently working on a ten-year develop- 
ment strategy for the 1970's whereby per-capita income 
will double by 1975, and Singapore will develop into 

the regional "brain center", This development plan 

would be supported by a program for public sector action 
with five basic elements: 


1) Manpower -- to build up a large pool of professional 
and educational personnel through upgrading of local 
talents and skills, and selective immigration; 

2) Science and technology -- to promote practical 
research and develop at the university and by multi- 
national and international companies; 

3) Infrastructure -- to develop further and improve 

efficient distribution of goods and services from 
Singapore through better communication and transporta- 
tion systems; 

4) Taxation -- to give tax incentives to attract the 
"brain" service industry, and industries with high 
technological content, and to promote the growth of 
a regional money market; and 

5) Promotion -- the Economic Development Board to 
intensify its efforts abroad to attract high-level 
technological industries, 





To create a favorable milieu to facilitate the development 
plan, the GOS has allocated over 45 percent of its 
development expenditures for FY 1972/73 to the economic 
sector. The major part of this outlay is earmarked 

for economic development schemes including industrial 
infrastructure, commercial development projects, tourist 
infrastructure development, transport and communications, 
and land development. The G@S is hopeful that, with its 
own public sector investments and careful selection of 
private investment, the growth rate will be maintained 

at about the 15 percent rate until at least the mid-1970s. 


IMPLICATIONS FOR THE UNITED STATES 


I. A More Complex Market 


Last year, Singapore's imports from the U.S. increased 35% 
and totalled US$367 million. This increase is closely 
related to the start-up of new American-financed manufac- 
turing industries, reflecting the large and diversified 
American investment in Singapore. Besides the growing 
imports of components for the electronics and electrical 
appliance industries, special metal products and more 
complicated machinery are being introduced, The continued 
growth of the petroleum-oriented industry has created 
demands for new products that were not seen in Singapore 
before. US firms manufacturing specialty steel pipe, 
complicated industrial machinery, electronic measuring 
equipment and other high quality industrial equipment 
could well find a market in Singapore that previously 

did not exist. Also, the expansion of the precision 
engineering industry has opened the market for more 
sophisticated tool- and die-making machinery, gauges, 
measuring instruments and miniature mechanical components. 


Consumer products also are finding an expanding market 

in Singapore. The largest increase in private consumption 
expenditures in 1971 was registered in expenditure on 
clothing, furniture and durables, housing and transport, 
evidencing the rising economic well-being of the population. 
The rise in per-capita income also is developing a demand 
for higher quality and more diverse consumer goods. New 
products from the United States could take advantage of 

the changes in taste. Educational toys, home appliances, 
clothing, foodstuffs and labor-saving devices should find 








a more ready acceptance on the local market. 


Beyond Singapore's own consumption, US consulting and 
engineering firms are encouraged to establish regional 
headquarters here in Singapore. The GOS has already 
convened a committee of taxation experts to look into 
the possibility of using tax measures to attract "brain" 
service industries. Services such as engineering and 
consultant, marketing, physical planning and development, 
international sales and services, education, medicine, 
and banking and finance are presently being promoted, 
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